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STATE OT HTW YORK

STATE TAX COHHISSION

- - - - I - - - - - I - - - - - - _ 
_ _

fn the Hatter of, Petitione

of

AITDRqA LA SAI.A E S-OT.IS' INC.
rR./{KEN BUILDERST INC.

for rodcte!$nl.nctl.on of def,lcienciea
of franehiso tax under Anticl.e g-A
of the tax law for 1967 to 19?0,
Lnclueivc.

The taxpaycra hensin having filed potitione for nedetsr-

nination of deficianciee unden Artlclo 9-A of the tax law fon 196?

to 1970r lneluaiver and a hearing having been held at the offlcc

of the State Tax Connieo{on, 2 lforld Trado Centens Ncw Yonk City,

at whJ.ch heari.ng I. Gneenbaun, centiflcd publ-ic accountant, appearcd

and the racord having been duJ.y oxanined and consl.dened by tha

State Tax ConmiasLon,

It is hencby foundr

(1) Andnca L,a Sala B Sons, Inc. (ft la Salar) and lta

wholly ownod eubeldlary, Fnaken Buil,dene, Inc. (,Fnakenn)1 fi led

conbl'ned rGturns f,or L967 to 19?0r incLueive; without necoiving

prior a;lprovaL. Thc ConponatLon Tax Buneau den{ed perniesl.on to

flle on a cornblned baais and aeaertsd added taxeg and partial,Ly

offsstting cnedite ae followsl
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Eraken tsui ldene, Inc.

Added Tax
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(2, Tho parent corponatLon, La Sal.ar had bccn engegtd

Ln the laesonrS/ eubeontracting buetnese. It dlgcontl.nucd aueh

actJ.vfty durlng 1968 *nC beeane p::!.nanil]' g holding conpany there-

aftar, holdlng ths stock of Fraken. Thc tattGr was organJ.zed fon

tho purpose of ownlng and operatl.ng an apartnent houtc prlojeetl

the nontgase on whLch rrae insunad by tho lcdanaL Houelng Adulnla-

tratl.En (nFHAn). La $aLa tsae ths contractor on ths FttA pnoJsct and

bogan sgnstnrctlon in 19S5.

La SalE reported Lta incoas on lose on a conpleted eon-

tnaot basl.e for tax putpposes. In 1967 it ncponted :Lneonc of

$115rS011.92 baesd pnlnanily on conBletl.on of a eubcontnsct for

Goongc F. DriEcoll Coapany on a project ealled Lindsay Pank Housts.

Fnakcn ncported a loas of $1$trgl9.?6 fnon Lta rontal openatLon of

ths fHA pnoJect.

In 1,968 La $al.a rcportod a Loee of $S7tt"58 baacd prlnanlly

on conplotdon of the $3r|l47r?1S.28 contract f,on constructl.on of the

Pnekrn FHA Br"oJ6ct- firaken rrellortcd a lose of, 9971918.71 f,ro.la Ltr

nental oporatlon.

(3) $aatlan 211.4 of the tax Las neade in partt

sln tho dl.scnction of the tax eonlnissi.onr any tav-
paycrr whiah oHnB 9r eontrp$ls . . . eubstantlall.y
aLl thc eapLtal. etock of one or nor6 other €orpolr-
atLone , r r &d$ be requined or permittcd to nake
a ncXlort on a conbined basLe covcrrLng any othen
euch corpo"ationa . . . fl
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The State fax Conniselon hereby

DECIDE$ t

(A) La Sala ie entitlcd to d conrblned bcsia bcginnlng

wlth 1968" That was the year of, nepo:l'ting of the eoupleted con-

tract fon eonetructlon of the fraken flIA pnoJectl snd Lte losa fon

that yaar waa pnimanily duo to inteneonpany traneactLone with lta

subeidiary. Thaneafter, it waa prJ.narily engaged ln thc holdlng

of the stock of its aubeJ.dLarry.

For 1967, tha tax l lab{lity of the tso oonponatLone ls

mors propcrly nofl.scted on an lndividual basl.a el"nce the profdt

on loeE of each wes prfuaanily dua to Lts o$n op€ratl.ons, lnatead of

being duc to interconpany transactl.ona. La $al.af e profit ln 1967

r€BultGd fnom conpletion of a subcontnact entl.rely unnelated to the

Fraken pnoJeat. It ie the poLiay of, the Tax Connlsalon not to pcrnl.t

on requinc a conbLned noturn whene taxation on an indi.vldual basie

pnoducee a mro prgpcr reault.

(B)  The addod tax  o f  $ t t1529.7r r

and the enodj.t to fraken of $lf 288.26 for

togethen with interest in acsondance wittr

The sdded taxee and ensdits fon tho othsn

ationg ar€ canselJ,ed.

Dat€dt AJ.banyr Nerl Yonk

th ia  14 th  Day o f  August  1975.

for 196? againat La Sala

the saEG year ane affLrmcdl

SectLon 1084 of, thc tcx lar.

y6ero agalnet both corpo!-
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